
KPSC Case No. 2005-00341 
Commission Staff 1st Set Data Request 

SI-8 Order Dated September 21,2005 
Item No. SU 

Page 95 of 139 

Basic Results for Employer Contributions 

January I #  2005 

Norma1 Cost and Liabilities 
Normal cost $ 14,951,659 

Actuarial accrued liability [AAL] 876,636,757 

Current liability [CL]: 
c Selected interest rate 1,039,347,398 

t Highest allowable interest rate 1,039,347,398 

Assets 

Market value $ 1,144,927,820 

Unrecognized investment 
losses (gains) 1,742,917 

Actuarial value [AV] $ 1,146,670,737 

Funded Position 
Unfunded actuarial accrued liability 
[AAL - AVl 
AAL funded percentage 
[AV + AAL] 

CL funded percentage: 
t Selected interest rate 

Highest allowable interest rate 

Key Economic Assumptions 
Discount rate for normal cost and 
actuarial accrued liability 

Current liability interest rate: 

t Selected 

t Highest allowable 

Salary increase rate 

January I, 2004 

$ 17,156,072 

870,325,946 

1,017,409,887 

983,862,705 

$ 916,574,799 

71,620,571 

$ 988,195,370 

$ (270,033,980) $ (117,869,424) 

130.8% 113.5% 

110.3% , 97.1 % 
1 10.3% 100.4% 

8.50% 8.50% 

6.10% 6.29% 

6.10% 6.55% 

Rates vary by 
age from 3.50% 

to 8.50% to 8.50% 

Rates vary by 
age from 3.50% 

AEP West Retirement Plan, March 2005 



KPSC Case No. 2005-00341 
Commission Staff 1st Set Data Request 

Order Dated September 21,2005 
Item No. 50 

Page 96 of 139 SI-9 ---- ".- 

Minimum Required Employer Contribution 

, January I, 2005 January I ,  2004 

Minimum Required Employer 
Contribution 
Normal cost $ 14,951,659 $ 17,156,072 

Amortizzjtion amounts 
interest adjustments 

' Additional funding charge 
Credit balance with interest 
Minimum required contribution before full 
funding limit 
Minimum required contribution after 
full funding limit 
Percent of covered pay 
Per active participant 

,- 

0 

1,270,891 

0 
(238,428,770) 

$ 0 

0 

0.0% 

$ 0 

0 

1,458,266 

U 

(1 9,660,586) 

$ 0 

0 
0.0% 

$ 0 

No quarterly contributions will be required for the 2005 or 2006 plan years based on this year's 
valuation results. 

-- 
T O W E R S  
P E R R I N  

H R  SERVICES AEP West Retirement Plan, March 2005 
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Maximtam Dedwctible Employer Cowtrifswtion 

January 1,2005 January I, 2004 

Maximum Deductible Employer 
Contribution 
Maximum deductible contribution before 
adjustments $ 16,222,550 $ 18,614,338 

Allowable deduction, the greatest of: 

b Maximum deductible contribution 
after full funding limit 

). Contribution necessary to satisfy 
minimum funding standards 

0 18,614,338 

0 0 
b Contribution necessary to fund 100% 

of current liability 1 15,809,733 266,218,289 
Maximum deductible contribution $ I 1  5,809,733* $ 266,218,289** 

Percent of covered pay 
Per active participant 

35.7% 77.6% 
$ 25,160 $ 52,874 I .  

The above amount represents the maximum deductible contribution for this plan. Deductibility of 

25% of pay limitation for defined benefit and defined contribution plans combined. 
* contributions to a defined contribution plan maintained for the same employees may be affected by the 

Changes in Maximum Deductible 
Employer Contribution 

Maximum required contribution as of 
January 1 , 2004 $ 266,218,289 

Changes from 2004 to 2005: 
t Expected based on prior valuation (207,405,511) 

t Loss (gain) from noninvestment 
experience 15,399,662 

b Loss (gain) from asset experience 41,164,023 
D. Change in assumptions 433,270 

Maximum deductible contribution as of 
January 1,2005 $ I 15,809,733 

* Based an lowest permissible current liability rate of 4.59% 

** Based an lowest permissible current liability rate of 4.72% 

AEP West Retirement Plan, March 2005 
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Actmarial Assumptions and Methods 

Economic Assumptions 
t Discount rate 
t Return on assets 
c Current liability 

Annual rates of increase in: 
FAS35 

t Salaries 

Pension Cost 

5.50% 

8.75% 

NIA 

NIA 

Rates varying by age 
Rate 

8.50% 20 
30 6.00% 
40 4.50% 
50 3.50% 
60 3.50% 

Age 

c Cash balance crediting rate and lump 5.50% 

t Future Social Security wage bases 4.00% 
sum interest rate 

t Indexed limits on compensation and 3.00% 
benefits 

Demographic Assumptions 
Mortality 

Termination 

Contributions 

8.50% 

N/A 

6.1 0% 

8.50% 

Rate 
8.50% 
6.00% 
4.50% 
3.50% 
3.50% 

5.75% 

4.00% 

N/A 

1994 Group Annuity Mortality Table (male 
and female) 
1983 Group Annuity Mortality Table (male 
and female) for current liability purposes 
Rates varying by age. 

30 
40 
50 
60 

Rate 
10.4% 
5.9% 
2.7% 
0.9% 
0.9% -- 

T O W E R S  
P E R R I N  

H R  SERVICES AEP West Retirement Plan. March 2005 
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Retirement 

Form of payment 

Percent married 

Spouse ages 

Valuation pay 

Rates varying by age; average retirement age 61. 

Age 
55 

56-59 
60-61 

62 
63 
64 
65 

70+ 
66-69 

75% lump sum; 25% life annuity. 

80% of male participants; 70% of female 
participants. 

Rate 
10% 
7% 

16% 
40% 
20% 
44% 
84% 
50% 

100% 

Wives are assumed to be three years younger than 
husbands. 

, .  
2005 Base Salary Pay (Grandfathered) - estimated 
as the sum of the following updated one year 
according to the salary increase assumption: 

(i) 2004 base salary for the period January 1 , 
2004, to November 30, 2004 

(ii) 

2005 Expanded Pay (Cash Balance) - sum of the 
following updated one year according to the salary 
increase assumption: 

The monthly base rate of pay on December 1, 
2004. 

(i) 2004 base salary for the period January 1 , 
2004, to November 30,2004 

(ii) The monthly base rate of pay on December 1 , 
2004 

(iii) Average incentive paid for 2004, 2003 and 
2002, including deferred amounts. 

AEP West Retirement Plnn, March 2005 
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Actuarial Methods 

Pension cost: 
t Service cost and projected benefit Projected unit credit. 

obligation 
t Market-related value of assets The market value on the valuation date less the 

following percentages of prior years' investment 
gains and losses: 

- 80% of the prior year 
- 60% of the second prior year 
- 40% of the third prior year 
- 20% of the fourth prior year. 

The investment gain or loss is calculated each year 
by: 

- Rolling forward the prior years' fair value of 
assets with actual contributions, benefit 
payments, and expected return on investments 
using the  long term yield assumption. 

- Comparing the actual fair value of assets to the 
expected value calculated above. 

Contributions: 
Normal cost and actuarial accrued 
liability 

Projected unit credit. 

t Actuarial value of assets 

* Benefits not valued 

Same technique as above in market-related value, 
except the valuation interest rate is used to 
compute the expected market'value. The actuarial 
value of assets must be within 20% of the fair 
value, plus contributions receivable. 

All benefits were valued except: 
- Any liabilities that may be reinstated in the 

event of reemployment. 

T O W E R S  
P E R R I N  

HR SERVICES AEP West Retirement Plan, March 2005 
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Change in Assumptions and Methods Since Prior Valuation 

Discount rate for benefit obligations changed from 
. 6.25% to 5.50%. 

Pension cost 

Contributions Current liability interest rate changed from 6.29% to 
6.1 0%. 

The mortality table was changed from the 1983 Group Annuity Mortality Table to the 1994 Group 
Mortality Table to value all liabilities except for current liability purposes. 
The lump s u m  election percentage was changed from 100% electing lump s u m s  to 75% electing 
lump sums and 25% electing life annuities to better reflect actual experience for 

changed from 50% electing lump sums  and 50% electing life annuities to 75% electing lump 
s u m s  and 25% electing life annuities. 

* nongrandfathered benefits. For grandfathered benefits, the lump sum election assumption was 

Data Sources 

Towers Perrin used participant data as of December 1, 2004, and accrued pension costs as of 
December 31,2004, supplied by AEP. Data were reviewed for reasonableness and 
consistency, but no audit was performed. Assumptions or estimates were made by the Towers 
Perrin actuaries when data were not available. We are not aware of any errors or omissions in 
the data that would have a significant effect on the results of our calculations. 

AEP West Retirement Plan, March 2005 
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Participant Data 

Jankary I ,  2005 January I, 2004 

Active 
Number 
Average age 
Average past service 
Average future service 
Covered pay: 
t Total 

Average 

Deferred Inactive * 

Number 
Average age 
Annual benefits: 
t Total 
c Average 

Currently Receiving Benefits 
Number 
Average age 
Annual benefits: 
t Total 
t Average 

Total Participants Included in 
Valuation 

Number 

4,603 

47.4 

20.1 

12.4 

$ 324,055,803 

70,401 

2,226 

50.5 

$ 17,077,274 

7,672 

3,963 

74.3 

$ 49,328,358 

1 2,447 

10,792 

5,035 

46.7 

19.3 

12.8 

$ 342,700,087 

68,064 

2,234 

49.3 

$ 14,972,687 

6,702 

4,005 
73.5 

$ 48,579,567 

12,130 

1 1,274 

-- 
T O W E R S  
P E R R I N  

H R  SERVICES AEP West Retirement Plan, March 2005 
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Analysis of Inactive Participant Data 

Deferred Inactive 

Age nearest birthday 
c 40 

40 - 49 

50 - 54 

55 - 59 

60 - 64' 

> 64 

Total 

Number 
80 

953 

560 

41 9 

180 

34 

2,226 

Annual benefit 
$. 492,560 

6,977,866 

4,502,960 

3,725,748 

1,210,860 

167,280 

$ 17,077,274 

Average annual 
benefit 

$ 6,157 

7,322 

8,041 

8,892 

6,727 

4,920 

$ 7,672 

Currently Receiving 
Benefits 

Age nearest birthday 
< 55 

55 - 59 
60 - 64 

65 - 69 

70 - 74 

75 - 79 

a0 - 84 
> 84 

Total 

Number 
21 

146 
363 

67 I 
859 

805 

601 

497 
3,963 

Annual benefit 
$ 117,747 

1,203,916 

3,601,686 

9,620,798 
11,992,499 

1 1,595,220 

7,295,539 
3,900,953 

$ 49,328,358 

Average annual 
benefit 

$ 5,607 

8,246 
9,922 

14,338 
13,961 

. 14,404 

12,139 

7,849 

$ 12,447 

AEP West Rctircment Plan, March 2005 
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Active Participant Data by Age and Service 
AEP West Retirement Plan 

2005 Projected Pay 

Age Completed Years of Service 
Nearest 
Birthday 0 1 2 3 4 5-9 10-14 15-19 20-24 25-29 30-34 Over34 Total 
0-24 Number 6 1 6 

Avg Pay 
Avg CB 

25-29 Number 
Avg Pay 
Avg CB 

30-34 Number 
Avg Pay 
Avg CB 

35-39 Number 
Avg Pay 
Avg CB 

40-44 Number 
Avg Pay 
Avg CB 

45-49 Number 
Avg Pay 
Avg CB 

50-54 Number 
Avg Pay 
Avg CB 

55-59 Number 
Avg Pay 
Avg CB 

60-64 Number 
Avg Pay 
Avg CB 

65-69 Number 
Avg Pay 
Avg CB 

Over 69 Number 
Avg Pay 
Avg CB 

Total Number 
Avg Pay 
Avg CB 

40,724 30,280 
4,290 4,528 

44 57 
51,600 52,491 
6,403 8,749 

49 146 
52,076 55,513 
7,124 11,107 

30 119 
60,080 57,195 
9,281 13,725 

34 149 
48,785 60,772 
8,902 17,248 

20 83 
55,731 66,471 
11,321 21,466 

16 48 
51,764 56.377 
11,136 20,452 

6 23 
51.425 65,746 
13,047 29,156 

3 3 
51,593 61,116 
15,865 25,952 

7 1 
101,387 51,938 
32.521 35,444 

208 630 
52,850 58,666 
8.636 15,675 

Average Age = 47.4 

1 
61,852 
12,841 

30 
69,354 
21,701 

142 
76,472 
31,321 

147 
70,511 
34,386 

136 
73,051 
41,869 

91 
68,552 
52,277 

34 
65.997 
62,771 

I 8  
65,505 
73,208 

3 
49,725 
74,150 

1 
49,978 
86,176 

603 
71,579 
40,428 

75 
71,706 
42,192 

234 
72,313 
51,865 

182 
68,842 
60,114 

97 
68,567 
76,925 

57 
69,954 
99,296 

.27 
58,933 

120,464 
2 

52,191 
101,513 

674 
69,974 
63,529 

5 
70,368 
51,570 

343 
70,863 
67,607 

399 
78,342 
89,926 

259 
72,363 

106,931 
134 

68,981 
122,487 

46 
61.602 

144,663 
3 

68,019 
185,495 

1,189 
73,120 
93.059 

Average Service = 20.1 

27 
72,217 
85,268 

257 
75,563 

109,914 
231 

77,933 
135,348 

108 
71,107 

148,806 
27 

61,438 
155,631 

2 
61,472 

212,134 

652 
74,898 

126,554 

10 
86,019 

149,015 
163 

78,232 
159,538 

201 
83,857 

206,887 
31 

69,052 
204,124 

1 
63,883 

291,738 

406 
80,472 

186,450 

9 
74,183 

183,177 
127 

76.1 57 
214,629 

99 
67,534 

239,314 
6 

51,119 
249,200 

241 
7?,917 

224,455 

38,983 
4,329 

102 
52,198 
7,777 

225 
56,610 
11,652 

371 
67,918 
26,366 

934 
68,796 
48,774 

1,087 
74,181 
77.51 8 

914 
72,853 

109,401 
690 

74,641 
159,231 

254 
64,675 

179,418 3 0 -' 
19 a D. 

58,131 g g i i  
O m $  
% G o  
a 2 0  

49,978 m " r 6  
$ m a  

9 mzz 4.603 a 3 

171,639 
1 

86,176 

70,401 z g ! $ g g  
87,296 5 32 -5 p 

20 gg 8 
w o m " r 2  
w m o m  

T O W E R S  
P E R R I N  

HR SERVICES AEP West Retirement Plan, March 2005 



KPSC Case No. 2005-00341 
Commission Staff 1st Set Data Request 

Order Dated September 21,2005 

Page 105 of 139 
--- 23-18 

Reconciliation of Partkipant Data 

A ctive 

valuation 5,035 
I Included in January 1,2004, 

Change due to: 

+ New hire and rehire 

b Nonvested termination 

b Vested’termination 

b Retirement 

b Disability 

b Death without beneficiary 

b Death with beneficiary 

b Cashout 
+ Miscellaneous 

b Net change 
included in January I , 2005, 
valuation 

Deferred 
inactive 

. 2,234 

0 
0 

130 

(64) 

(2) 

(4) 
(88) 

(8) 

0 

20 - 

2,226 

Currently 
receiving 
benefits 

4,005 

0 

0 

0 
91 

0 

(1 34) 

(1 1) 

(42) 

- 7  

5 

3,963 

Total 

11,274 

0 

(36) 
0 
0 

0 

(1 37) 

(334) 

(482) 

0 

25 -- 

10,792 

AEP West Retirement Plan, March 2005 



KPSC Case No 2005-00341 
Commission Staff 1st Set Data Request 

Order Dated September 21,2005 

-. -- 

Plan Provisions 

Effective Date January 1940. Restated effective July 1 , 1997. 

Recent Amendments Effective as of January 1,2003 

Covered Employees All full-time employees of a Participating Company 
employed by CSW before January 1 , 2001 , and not 
covered by a union (that h a s  not bargained for 
coverage) or another pension plan provided by AEP. 
Part-time employees of the Company had to work 
more than 1,000 hours in the first anniversary year or 
subsequent calendar years. 

Participation Date  

Definitions 
Grandfathered Employee 

Vesting Service 
Credited Service 

Final Average Pay * 

Cash Balance Pay 

Normal Retirement 
Date (NRD) 

Date of becoming a covered employee. 

. Employees who were rat least a g e  50 with I 0  years of 
vesting service as of July 1 , 1997. 
All service from date of hire in completed years. 
The  aggregate of: 

For the period prior to January I , 1976: 
{I) The number of full years in the last continuous 

period that employee was  a participant after June  
30, 1970, plus 

(2) Credited service under any prior plan if service 
extended to July 1 , 1970. 

For the period beginning on or  after January 1, 1976, 
the number of full years of service. 
Highest average annual earnings (base pay only) 
during any 36 consecutive months in the 120 months 
before retirement. Any changes in earnings within the 
last three months before retirement will not be taken 
into account. 
Pay received during the year, including base pay, 
overtime, shift differentiallsunday premium pay and 
incentive pay, subject to IRS limits. 

The  first day of the calendar month on or  following 
the  Member's 65" birthday. --- 

T O W E R S  
P E R R I N  

H R  SERVICES 
AEP West Retirement Plan, March 2005 
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Cash Balance Account 

Cash Balance Benefit 

Interest Credits 

Company Credits 

, 

Recordkeeping account to which annual interest 
credits and annual compensation credits a re  credited. 
The  cash  balance account is updated a t  the end  of 
each  plan year and is equal to: 

Cash Balance Account as of the 
End of the Prior Plan Year 

Interest Credits 

Company Credits 

-4 

+ 

Cash Balance Account converted to  a monthly 
annuity. 

Interest credits are applied to beginning of year  
account balance on December 31 each  year. 

Based on the average 30-year Treasury Bond rate for 
November of the previous year. 

Minimum of 4%. 

Applied to account balance on December 31 or  DOT if 
earlier. 

Amount is a percentage of eligible pay received during 
the year, based on a g e  plus years of Vesting Service 
(age and  service in completed whole years  as of 
December 31 ). 

Age Plus Annual 
Years of Service .. Company Credit 

Less  than 30 
30 - 39 
40 - 49 
50 - 59 
60 - 69 

70+ 

3.0% 
3.5% 
4.5% 
5.5% 
7.0% 
8.5% ’ 

AEP West Retirement Plan, March 2005 
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Monthly Grandfathered Benefit Greater of (I) or  (2) below with automatic cost of living 
adjustments upon retirement: 
(I) Basic benefit - An annual amount equal to: 

Minimum Benefits 

, .  
Primary Social Security 
Benefit 

Long-term Disability 
and Paid Leaves 

The  aggregate of a participant's (a) earned 
benefit (if any) under any prior plan or acquired 

. Company pension plan under which no election 
was made to receive a paid-up annuity; and (b) 
participant contributions without interest for the 
period commencing on or after July 1 , 1970. For 
the period after September 1, 1980, participants 
will b e  deemed to have made contributions at  
the rate of 2% annually of the participant's 
annual rate of earnings as of January 1. 

1-2/3% of final average annual earnings less 
50% of participant's annual primary Social 
Security benefit times years of credited service 
up to 30 years. 

(2) Minimum benefit: 

The  benefit payable will never b e  less than the  frozen 
accrued benefit as of July 1 , 1997, under the prior 
plan. 

The  annual amount payable under the  Social Security 
Act as amended in effect at  the employee's da te  of 
retirement. The  date as of which the  amount is to be 
determined is: 
(I) In the case of an  employee (including deferred 

vested employees) retiring on or  after normal 
retirement date, nom,al retirement date. 
In the case of a n  employee retiring prior to 
normal retirement date, the later of employee's 
62nd birthday or  actual retirement date. 

Early retirees and deferred vested employees a re  
assumed to have no earnings after termination in 
determining the amount of this benefit. 

(2) 

Compensation equal to  the base  rate of pay a s  of 
disability date. If a participant became disabled prior to 
January 1,2003, compensation for the  cash  balance 
formula is equal to the greater of the compensation for 
the calendar year before the disability and the year in 
which the disability benefits began. For the 
grandfathered formula, the finally average pay will be 
determined as of the date on which the participant 
became disabled. Vesting service continues. 

-=-- 
T O W E R S  ' 

P E R R I N  
H R  SERVICES 

AEP West Retirement Plan, March 2005 
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Unpaid Leave No compensation for annual compensation credit. 
Vesting service continues. 

Eligibility for Benefits 

Normal Retirement All participants at  or after their normal retirement date. 

Vested 

EarJy Retirement 

Disability 

Surviving Spouse 

Preretirement Death 

The participant% cash balance account is 100% 
vested when any one of the following applies: 
(1) Five years of vesting service 
(2) Attainment of a g e  55 while an employee 
(3) Death prior to termination 
(4) Upon disability, 

Any time after attainment of a g e  55 and completion of 
15 years of vesting service. 

All participants who become permanently and totally 
disabled. Permanent and total disability is determined 
by reference to the LTD plan covering that participant. 

The surviving spouse of a participant who retired or is 
eligible to retire on normal or early retirement. 

. -, 

Beneficiary of participant who dies after becoming 
vested. 

AEP West Retirement Plnn. March 2005 
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Monthly Benefits Paid Upon t h e  Following Events 

Normal Retirement 

Early Retirement 

Deferred Vested Retirement 

Grandfathered employees must elect either the cash 
balance or the grandfathered formula. For purposes 
of this valuation, the employee is assumed to elect 
the formula with the higher present value. 
Employees with a prior plan frozen benefit get the 
better of the cash balance benefit and the prior plan 
frozen benefit. For all other employees, the Cash 
Balance Benefit determined as of Normal Retirement 
Date. 

Greater of (1) if applicable or  (2): 

(1) The grandfathered accrued benefit and the prior 
plan frozen are  payable subject to reduction 
according to the following schedule if payments 
commence prior to the normal retirement date. 

Age at Percent of 
Retirement Benefit Payable 

64 
63 
62 
61 
60 
59 
58 
57 
56 
55 

100% 
100% 
100% 
95% 
90% 

70% 
72% 
66% 
60% 

134% 

(2) The Cash Balance Benefit determined as of the 
Early Retirement Date. 

Greater of (1) if applicable o r  (2): 

(1) Grandfathered accrued benefit payable at age 
65, or  if earlier reduced 5% per year from a g e  
65,6% per year from a g e  60 and 7.5% per 
year compounded from a g e  55. 

(2) Vested cash balance account. 

T O W E R S  
P E R R I N  

t i R  SERVICES 
AEP West Retirement Plan, March 2005 
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Disability Retirement 

Preretirement Death 

The  greatest of grandfathered accrued benefit, if 
eligible, based on projected service and frozen pay 
deferred to a g e  65, prior plan frozen benefit if eligible 
and cash balance account with continued pay credits. 

If the beneficiary is the spouse  and the participant is a 
grandfatheredlprotected plan participant, then: 

(1) For an active participant who dies on or after 55'h 
birthday but before retirement, a monthly benefit 
equal to  50% of the benefit accrued to the date  
of death without reduction for early retirement is 
payable immediately as a life annuity to a 
qualifying spouse.  

For a n  active participant who dies after 
completing five or more years of vesting service 
but before a g e  55, a deferred monthly benefit 
equal to 50% of the benefit accrued to the da te  
of death reduced as for early retirement is 
payable as a life annuity to a qualifying spouse. 
Benefit commencement is deferred to when the 
deceased participant would have attained a g e  
55. 

(3) For a deferred vested participant who dies 
before benefits commence, a monthly benefit 
equal to 50% of the deferred vested benefit 
reduced for early commencement (as for 
deferred vesteds) is payable as a life annuity to a 
qualifying spouse. If death occurs before a g e  
55, the benefit to the spouse  is deferred to when 
the deceased participant would have attained 
a g e  55. 

The  spouse's benefit is actuarially reduced for each 
year by which the spouse  is more than five years 
younger than the participant. 
For all employees, the  minimum benefit is the  cash 
balance account immediate annuity, which is also 
payable if the  beneficiary is not the participant's 
spouse. 

(2) 

AEP West Retirement Plan, March 2005 
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Future Plan Changes 
No future plan changes were recognized in determining pension cost. Towers Perrin is not 
aware of any future plan changes that are required to be reflected. 

Changes in Benefits Valued Since Prior Year 
Other than changes in the IRS pay cap and 415.limits, there have been no other changes in 
benefits valued since the prior year. 
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AEP West Retirement Plan, March2005 
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AMERICAN ELECTRIC POWER 
WESTRETIREMENTPLAN 
SUMMARY OF PLAN PAKllClPANTS FOR THE ZOOS VALUATION 

Location 

AEP Energy SedW5. InC. 
AEP PI0 SeN. InC. 
AEP T a D Services. LLC 
American Uedric Power Service CoCpxaUon 
Appalachian Power Co - Distribution 
nppelahian Power Co - GeneraU~ 
Appalachian PowerCo-Transmlsion a CommnkaSons, Inc 
cardinal Operating Company 
AEP T m s  Cenlral Company - Dlstrilbutlon 
AEP Texas Central Company- Generation 
AEP T ~ S  central a m p a n y  - Nudear 

Cdurnbus Southern PowerCo - Distribution 
Columbus southem Pawer c o  f Generalion 
Columnus Southern PowerCo -TransmlssIon 
CMesvlUe Coal PreparaUon Company 
Cookcoal T d ~ l  
CSWEnecgy, Inc 
ElmWood 
EnerShcp Inc 
Indlana Michlgan Power Co - Distribution 
lndlana Mlchlgan Power Ca - Genedon  
lndbna Michigan PowerCo- Nudear 
lndiam Mlchlgan PDwerCo -Tranmlssion 

~entucky Power Cn - Generation 
Kenlucky PmverCo -Transmission 
Klngspad Power Co - Dmbution 
Klngswd Power Co - Tmnsm[sslon 
Memm 
Ohio Power Ca - Disbibution 
Ohio Power Co - Generation 
Ohlo Pww Co - Tra~wnlssion 
Public Service Co of Oklahoma - Dtstribution 
Public .%!&ice Ca of Okfahoma - GenWUOn 
PublicSenics CO Of Oklahoma -TranSmlsslM 
soumestem Electric power Co - DlslrlbuUon 
SwVlWestem El& Power Co - Generation 
Southweslem Reclrfc Poww Co -Texas - Dsfrbution 
Southwesfem Uedric Power Cu - Texas - Transmission 
~ou~hwesm Eledric PmerCo-Transmission 
Waler TraffipWraUon (BlacWlawk) 
AEP Texas NaUl Company - DlstributiM 
AEP Texas North Company - GenaIaUOn 
AEP Taxas N& Company - T r a n s m i ~ ~ i ~  
Wheeling Pmer Co - Distribution 
Wheering Power Co - Transmission 
Cedar Coal Co 
CenIral Coal Company 
Central Ohlo Coal 
southem Ohio Coal - Martinka 
Southam Ohio Coal - Meigs 
Wndsor 
Pdca Riwr Coal 
Houston Pipeline (HPL) 

Tolal 

AEP TeXaS C8ntral Company -TranSmlSSlOn 

Kentucky Power CO - D ~ l r i ~ O n  

Vested 
A W S  

0 
0 
0 

1,085 
1 
1 
0 
0 
0 

768 
14 
1 
93 
I 
0 
0 
0 
0 
26 
0 
0 
0 
0 
0 
0 
0 
1 
0 
0 
0 
0 
0 
0 
0 

568 
314 
61 
404 
405 
186 
0 
65 
0 

312 
46 
40 
1 
0 
0 
0 
0 
0 
0 
0 
0 
1 

4.386 

- = = =  
T O W E R S  
P E R R I N  

HR SERVICES 

Non-Veslsd 
AdlWS 

0 
0 
0 

65 
0 
0 
0 
0 
0 
39 
0 
0 
4 
0 
0 
0 
0 
0 
6 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
31 
14 
I 
16 
12 
5 
0 
0 
0 
11 
4 
1 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

207 

Retirws 
TOM RecaMng Defernu TOM 

Adivss flenefils Benefidmfr Vssieds hadlws 

0 0 0 6 6 
0 0 0 0 0 
0 0 0 0 0 

1,150 146 16 45s 623 
1 0 1 0 1 
1 0 0 0 0 
0 0 0 0 0 
0 0 0 18 16 
0 0 0 0 0 

807 m 228 521 1,426 
14 234 n 313 624 
1 0 0 0 0 
97 85 33 74 192 
1 
0 
0 
0 
0 
33 
0 
0 
0 
0 
0 
0 
0 
1 
0 
0 
0 
0 
0 
0 
0 

589 
326 
62 
419 
417 
201 
0 

55 
0 

323 
50 
41 
I 
0 
0 
0 
0 
0 
0 
0 
0 
1 

0 
0 
0 
0 
0 
2 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

630 
198 
67 
216 
212 
108 
2 
36 
0 

216 
135 
31 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
I) 
0 
0 
0 
0 
0 
0 
0 

225 
83 
19 
86 
67 
37 
4 

13 
0 
85 
55 
15 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
28 
0 
2 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

244 
65 
27 
a4 
73 
47 
5 
9 
0 

137 
76 
10 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
30 
0 
2 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

9BO 
366 
103 
406 
372 
182 
11 
56 
0 

436 
266 
56 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

4,603 2.887 1,076 2226 6.189 

ML-1 

To@! 
P&Upmls 

6 
0 
0 

1,773 
2 
1 
0 

16 
0 

2233 
638 

1 
269 

1 
0 
0 
0 
0 
w 
0 
2 
0 
0 
0 
0 
0 
1 
0 
0 
0 
0 
0 
0 
0 

1,596 
694 
165 
627 
788 
393 
11 
113 
0 

761 
316 
87 
1 
0 
0 
0 
0 
0 
0 
0 
0 
1 

10.792 



AMENCAN ELECTRIC POWER 
WEST RETlREHWT PLAN 
FUNDED STATUS OF PRESENT VALUE OF ACCUMULATED PLAN BENEFITS (FA3 3.5) As OF JANUARY 1.2005 

ML-2 

0 
472.093 

0 
181,085187 
51W.295 
125.938 

22210.433 
67* 

0 
0 
0 
0 

2.52.5.422 
0 

115m 
0 
0 
0 
0 
0 

150547 
0 
0 
0 
0 
0 
0 
0 

129.w201 
52.5ls.w 
13,725,535 
70251.185 
ESZl2443 
3 5 s w S o  

w.792 
9,738,739 

0 
49.429.101 
24213.498 
6272ZS45 

6(.%?7 
0 
0 
0 
0 
0 
0 
0 
0 

92,128 

$848,881,593 

Resanl 
Vdue d 

* Y E W  mefils 

so 
0 
0 

5,Ws,rn8 
4.859 

12,319 
0 

5.459 
0 
0 
0 
0 

88.445 
0 
0 
0 
0 
0 
0 
0 

19.318 
0 
0 
0 
0 
0 
0 
0 

2288,108 
1258,479 

308,771 
1J18.Qk8 
1,827.347 

S10.242 
0 

280,865 
0 

1295,495 
m.ai4 
142,540 

6.159 
0 
0 
0 
0 
0 
0 
0 
0 

7.1)56 

SlO,4Bl.ccO 

$158,585 
0 
0 

150,859,859 
63291 

153.069 
0 

4772,093 
0 

170519.682 
51,614,604 

138.416 
22.642.621 

73.w 
0 
0 
0 
0 

2,=.867 
0 

115,581 
0 
0 
0 
0 
0 

169.883 
0 
0 
0 
0 
0 
0 
0 

1?4262.308 
S276.083 
14,W.W 
71.9/0,141 
81.039,780 
38.490.782 

389,792 
10,019,384 

0 
50,724W 
24,416,313 
7,055.085 

71p85 
0 
0 
0 
0 
0 
0 
0 
0 

99.1M 

S868.462393 

Markel Vdue 
&Ass& 

wm 
0 
0 

194,078,478 
92092 

210,753 
0 

768.509 
0 

225593,711 
70,478,685 

177208 
30,381,346 

lC5.688 
0 
0 
0 
0 

3cloe.Osl 
0 

0 
0 
0 
0 
0 

2x33 
0 
0 
0 
0 
0 
0 
n 

1.m 

175.091.4W 
72,740,175 
18,480,513 131.7% 
84.143562 1%.8% 
88,300,123 13i.a% 
47291,099 128.8% 

517.724 .. 140.5% 

pemnt 
m6d 

38.8% 
0.0% 
0.W 

328.6% 
145.5% 
129.2% 

O.G% 
wza% 

0.0% 
1323% 
136.5% 
123.0% 
134.1% 
141.W 

0.0% 
0.0% 
0.0% 
0.0% 

131.3% 
0.0% 
8.8% 
0.0% 
0.W 
0.0% 
0.0% 
0.0% 

137.9% 
0.W 
0.0% 
0.0% 
0.0% 
0.0% 
0.W 

132.4% 
124.0% 

0.0% 

132388W 1321% 
0 0.W 

68.881,43( 131.9% 
32,917.189 134.8% 
s.427,322 135.4% 

K%ml 146.4% 
0 0.W 
0 0.0% 
0 0.0% 
0 0.W 
0 0.m 
0 0.0% 
0 0.0% 
0 0.0% 

132,270 135.4% 

S1.144.927.BM 131.8% 

... 



AMERICAN ELECTRIC POWER , ML-3 . -  
WEST RETIREMENT P W  
SUMMARY OF FA3 87 VALUATION RESULTS As OF JANUARY 1,2005 

A&ns 

0 
0 
0 

1.159 
I 
1 
0 
0 
0 

m7 
11 
1 
m 
1 
0 
0 
0 
0 
33 
0 
0 
0 
0 
0 
0 
0 
1 
0 
0 
0 
0 
0 
0 
0 

598 
328 
62 

418 

M I  
0 
55 
0 

323 
50 
41 
1 
0 
0 
0 
0 
0 
0 
0 
0 
1 

4,803 

417 

0 0 
0 0 

459 164 
0 1 
0 0 
0 0 

16 0 
0 0 

521 805 
313 3 H  

0 0 
74 118 
0 0 
0 0 
0 0 
0 0 
0 0 

28 2 
0 0 
2 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 

2u 755 
85 281 
17 76 
54 314 
73 ZFJ 
47 1 4  
5 8 
8 48 
0 0 

137 M1 
76 la, 
10 46 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 

2,226 3.885 

Totd 

6 
0 
0 

1,773 
2 
1 
0 

16 
0 

2m 
638 

1 
288 

1 
0 
0 
0 
0 
63 
0 
2 
0 
0 
0 
0 
0 
1 
0 
0 
0 
0 
0 
0 
0 

1598 
6% 
165 
827 
789 
383 
11 

113 
0 

761 
316 
87 

1 
0 
0 
0 
0 
0 
0 
0 
0 
i 

10,792 

0 
0 

a2994202 
156.722 
126.987 

0 

0 
52,921.172 

6y.m 
164,874 

8,720,048 
85.m 

0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 

108.872 
0 
0 
0 
0 
0 
0 
0 

2 7 m 3 s  

40,172,975 
iZ.736281 
4,363,574 

27.833240 
27%2rn 
13.846.117 

0 
5,819,657 

0 
2f,019.010 
3.141.903 
2588.170 

lao.692 
0 
0 
0 
0 
0 
0 
0 
0 

83.42s 

1324.W.656 

sanfca 
Cer( 

so 
0 
0 

$747.837 
10,148 
8.342 

0 
0 
0 

3.369.099 
55.866 
10.328 

415,416 
8,666 

0 
0 
0 
0 

148.138 
0 
0 
0 
0 
0 
0 
0 

6.855 
0 
0 
0 
0 
0 
0 
0 

A m d  
BenSlil 

owiucn 

5250317 
0 
0 

169.789.777 
80.682 

207.160 
0 

0 
222P8265 
685m275 

157,421 
29dWC13 

8oi,np 

m.528 
- 0  

0 
0 
0 

3.W8.W 
0 

147.630 
0 
0 
0 
0 
0 

218.122 
0 
0 
0 
0 
0 
0 
0 

$25937 
0 
0 

203%181 
54541 

207,160 
0 

8 0 1 ~ 9  
0 

P4.876$37 
68+54L?,749 

Imp9 
m,ws,im 

88.762 
0 
0 
0 
0 

3,747382 
0 

147,630 
0 
0 
0 
0 
0 

218,122 
0 
0 
0 
0 
0 
0 
0 

2511.844 l W . l ~ . l l ~  170.863.1~ 

298.096 17.978.413 lR168.6Gfl 
i.wn4 70.m5m 71206.m 

1Z63.W 92.480578 93.481.308 
1.832.680 Ll6,E?O,om 87,433267 

914.811 47,008,348 47.KE6.299 
0 548.816 544818 

280.639 12.881.M 13.026.W 
0 

1.332214 
198,449 
167.685 

6.901 
0 
0 
0 
0 
0 
0 
0 
0 

5.393 

90,5!il,812 

0 0 
66.1e5,182 86.775.707 
31,763871 31.631ZW 
5.313215 9,372.608 

109596 111,142 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 

137.713 137.719 

$1.131.025.028 $1,143,013.377 

Deuvrrbsr31,Zw( ', 
fA-PM 

$64,631 
(233.129) 

0 
81.174.7M 

0 
36,154 

0 
918173 

0 
73,815,806 
26,227,852 

78212 
9884.113 

l4AW) 
0 
0 
0 
0 

3 w * m e  
0 

23204 
0 
0 

3.472 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

55.42795 
21,1362lK3 
5.957585 

91,892,189 
28.648.Ks 
15.640,3!37 
1,070,813 
3.831j92 

0 

PMSionCW 

25.656.452 
15.421.W 
3.646.872 

11.591 
0 
0 
0 
0 
0 
0 
0 
0 

22.725 

5385.782.859 -- 
T O W E R S  
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AMERlCAN ELECTWC POWER 
WEST RETIREMENT PLAN 
2005 NET PERIODIC PENSION COST 

m 
servfce 
M 

(=.ml 
D 

0 

0 
15,1691 

0 
(1,125,467) 

[407.758) 
LIP71 

(152,313) 
0 
0 
0 
0 
0 

(18,742) 
0 

1600) 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

1873241) 
(=ww 
"W) 

(tm.157) 
1442.6s3) 
W.621) 

(2683) 
(68.787) 

(539.W) 

(47.798) 
(468) 

0 
0 
0 
0 
0 
0 
0 
0 

1w.309) 

1971) 

0 

(175.182) 

(608) 

(S.785217) 

hieresf 
M 

113,819 
0 
0 

11.151,@28 
5579 

11.484 
0 

42716 
0 

12,152870 
J.WJ.036 

11J1S 
1.822966 

5,512 
0 
0 
0 
0 

ZLV.651 
0 

7.857 
0 
0 
0 
0 
0 

lI.97B 
0 
0 
0 
0 
0 
0 
0 

9244.836 
3,822,875 

W.174 
s.073,749 
4757,123 
2584.745 

29.247 
7m.145 

0 
3,5291659 
1 ;rm,798 

508,415 
8291 

0 
0 
0 
0 
0 
0 
0 
0 

7,627 

tQoia.m2 

I-tY 
0.Y;QaLb-I 

so 
0 
0 

Is0 
0 
0 
0 
1 
0 

197 
fa 
0 
25 

0 
0 
0 
0 
0 
3 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

160 
m 
16 
82 
78 
42 
0 

11 
0 

58 
28 
8 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

s1,Ux) 

GafnRars 
flnlmkah 

$5,5s8 
0 
0 

4362,160 
2.a28 

obusa- 
$259,317 

0 
0 

2u3.33LlQl 
M.541 

207.160 
0 

801,549 
0 

224.67B.537 

$58,811 
0 

$11.540 
0 
0 

3,717.620 
9.888 

0 
5,747837 

10,148 
8.342 

0 
195,477,820 

92.758 
212271 

0 
774.046 

0 
p7219,114 
708B6.484 

3D~580.1w 
104,433 

0 
0 
0 
0 

343u.625 
0 

7,mi 
0 
0 
0 
0 
0 

235,981 
0 
0 
0 
0 
0 
0 
0 

1763!Z,999 
732MW 
18813.685 
EM,azI,ea'l 
88,995,758 
47.531.m 

551.670 
13934.193 

0 
6?.3B1.315 
33,154,397 
8.495245 

0 
0 
0 
0 
0 
0 
0 
0 

133,223 

178.4m 

' 104801 

fi.153,177.Me 

4,440 
0 

17.181 
0 

4815.W 
1.469.331 

4249 
w.883 

2074 
0 
0 
0 
0 

80.525 
0 

3.184 
0 

0 
0 
0 

55.866 
10.328 

415.418 
8.688 

.waws 
G 8 , 7 4 0  

198239 
30,039,105 

88,762 
0 
0 
0 
0 

3.747.302 
0 

147.530 
0 
0 
0 
0 
0 

0 
ziam 

0 0 
0 
0 
0 

129.487 
0 

0 
0 
0 

9,750 

0 
0 
0 

149.138 
0 
0 
0 
0 
0 
0 
0 

8.855 
0 
0 
0 
0 
0 
0 
0 

2511.844 
1,453,n4 

289.D98 
1.783,W 
1.832.680 

0 
280838 

0 
1.332214 

186.448 
167.585 

8,W 
0 
0 
0 
0 
0 
0 
0 
0 

5,393 

m4.811 

0 
0 
0 
0 

4.675 
0 
0 
0 
0 
0 
0 
0 

3.664652 
1.51.308 

389.443 

0 
0 

0 
(20.MQ) 

0 
0 

33M 
0 0 

0 
0 

0 
0 
0 
0 
0 
0 

(14.9532M) 
(6al2.193) 
(1378264 
(8,MO.W) 
(7S8,176) 

(46.777) 
(1.130,627) 

0 
(5,71 1.842) 
(2B11,ZlO) 

(805.117) 
18.888) 

14,m~.n8) 

0 
0 
0 
0 
0 
0 
0 

(11295) 

1597,779,704) 

0 
0 
0 

0 
0 
0 

170.961.123 
71208825 
18.168.696 

0 
0 
0 

1404809) 
295.m 

€2 
334215 
475,134 
246218 

18.449) 
69.783 

0 
348,118 
(4W.821) 

24.083 
62W 

0 
0 
0 
0 
0 
0 
0 
0 

4,087 

23.515.959 

2,(yJ3;158 
1.874.124 
l.UXl.UZ8 

544816 
13.U26.W 

0 
e8,773,707 
31,5312~ 
9.37261)8 

111,142 
0 
0 
0 
0 
0 
0 
0 
0 

137,719 

11.784 
270212 

0 
1.431263 
691298 

2.382 
0 
0 
0 
0 
0 
0 
0 
0 

2.952 

2m.w 

$24.504.088 



AMERICAN ELECTRJC POWER 
WEST RETIREMENT PLAN 
2005 CONTRlELmON FUNDING P W C Y  

EOY 
lmued 
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WEST R E T R E W M  P U N  
ESTIMATE0 2010 NET PERIOOIC PENsKUr COST 
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AMERICAN ELECTRIC POWER 
WEST RETIREMENT PLAN 
ESTIMATED 2011 NET PERIODIC PENSION COST 
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AMERlUVl ELECTRIC POWER 
WEST RETIRWENT P U N  
ESnhUTED 2012 HETPEWDH: PENSION COST 
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WEST R E l l R E M U n  P U N  
ESTIMlED 2013 NET PERIODIC PEHSlOH C Q S  
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U I E R W  ELECTRIC POWER 
WEST RETiREMEM PIAN 
ESTIWTED 2014 NET PERIODIC PENSIDN COST 
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ML-17 AMERICAN ELEClRlC POWER 
WEST R E I l R E W N l  P U N  
ESTIVATED 2015 NET PERIODIC PENSION COST 
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AMERICAN ELECTRIC POWER 
WEST REllREMWT PLAN 
ESTIMATED ZOO0 CONTRL8UnONS 
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AMERICAN ELECTRIC POWER 
WEST FSTIREMENT PLAN 
ESTIMATED 2010 CONTRISUTIONS 
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AMERICAN ELECTRIC POWER 
WEST RR1REMENT PLAN 
ESTIMATED 2012 CONTRIBUTIONS 
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WEST RETIREMENT PLAN 
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Kentucky Power Company 

REQUEST 

Provide complete details of Kentucky Power’s financial reporting and rate-making treatment of 
Statement of Finaiicial Accounting Standard (“S FAS”) No. 106, including: 

a. The date that Kentucky Power adopted SFAS No. 106. 

b. All accounting entries made at the date of adoption. 

C. All actuarial studies and other documents used to determine tlie level of SFAS No. 106 
cost recorded by Kentucky Power. 

RESPONSE 

1C.eiitucky Power Company records and reports postretirement benefits other than peiisioiis in 
accordance with generally accepted accounting principles per FAS 106. For raternaltiiig 
purposes, Kentucky Power Coinpany adjusts its FAS 106 book expense to reflect the latest 
actuarial repoi?. 

a. I<entucky Power adopted SFAS No. 106 in January 1993. 

b. Please see attached Pages 2 through 9 for tlie accounting entries. 

c. Please see attached Pages 10 through 60 for the latest actuarial study. 

WITNESS: Errol Wagiier/Hugli McCoy 



Date February 4 ,  1993 

Subject 1993 Postretirement Benefits Expense 

KP 
Commission 

Order 

Page 2 of 60 

From G. S. Campbell/H. E. McCoy 

To E. Bafile - Ft. Wayne 
. E. L. Berginnis - Ashland 

T. P. Bowman - Columbus (CSP) 
J. R. Hoffer - Canton 
C. D. Jones - Lancaste 

-=..a. no- ColuPrbue  

1: 
G. E. Laurey - Roanoke 

Beginning in 1993, the AEP System Companies must record 
postretirement benefits expense on the accrual basis in 
accordance with FASB Statement (SFAS) No. 106. This letter 
provides accounting instructions to record postretirement 
benefits expense based on a valuation performed by our actuary. 
A separate letter in the future will authorize postretirement 
benefits Voluntary Employees’ Beneficiary Association (VEBA) 
trust fund contributions, which will be tied to recovery of the 
accrued expenses through rates. 

Postretirement benefits expense accrual adjustment totals to 
record the incremental SFAS No. 106 cost f o r  1993 are shown on 
the attached schedule. One-twelfth (1/12) of the total 1993 
SFAS No. 106 accrual adjustment as shown on the attached 
schedule should be recorded each month, as follows: 

Journal Entry No. 1 

Account 
No. Description D e b i t  C r e d i t  

626.71 Employee Pensions and Benefits - /!I+, E3 

2 4 2  fG’ Miscellaneous Current and Accrued /&3,3/i”3 

Other Postretirement Benefits $ =  

L i ab i 1 it i e s - f l f d f i / L  ~..Jz?C~/~EN,L%-/ Lk46flfz $ x x x  
To accrue the incremental cost 
of postretirement benefits in 
accordance with SFAS No. 106. 

InIra-System 
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AEP Service Corporation and the coal companies should recar8 
other postretirement benefits to their corresponding employee 
pensions and benefits accounts. 

Since accrued postretirement benefits expenses are not 
currently deductible for federal income tax purposes, a 
Schedule M addition adjustment should be provided monthly to 
remove the accrued expense from taxable income. 
federal income taxes should be recorded through the Mechanized 
Tax System, which will result in the following journal entry: 

- Journa l sntry  N o .  1 - Tax 

Deferred 

Account 1 L I  , . # i k & f m  Description -- - D e b i t  --credit .- NO, 

190.1 Accumulated Deferred Income Taxes $ xxx 
411.1 Provision for Deferred Income 

Taxes - Credit, Utility Operating 
Income $ xxx 
To defer the FIT related to the 
accrual of incremental SFAS No. 106 
costs 

242 Miscellaneous Current and Accrued 

232 Accounts Payable 

Liabilities $ xxx 
$ xxx 

To record contributions to the 
postretirement benefits VEBA trust 
fund . 
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Contributions to the postretirement benefits VEBA trust fund 
are not necessarily fully deductible for income tax purposes 
when the contributions are made, although all SFAS No. 106 
expense will become deductible when benefits are paid in the 
future. The currently deductible portion of VEBA contributions 
under the Internal Revenue Code is limited because it is 
calculated with no provision for future medical cost inflation. 
The currently deductible portion of VEBA contributions as 
determined by our actuary should be included in taxable income 
by providing a Schedule M deduction adjustment. 
deferred federal income taxes should be reversed through the 
Mechanized Tax System, which will result in the following 

Related 

Account 
No. DescriRtion D e b i t  Credit_ 

410.1 Provision for Deferred Income 
Taxes, Utility Operating Income $ xxx 

190.1 Accumulated Deferred Income Taxes $ xxx 
To reverse the SFAS No. 106 accrual 
deferred FIT to the extent that the 
accrual is currently deductible upon 
its contribution to the VEBA trust. 

- >  
-aF--==---. - -  wqqg.---li\-<11---rr-f2rC - - - - ---.. . _... - - 
Total SFAS No. 106 cost is comprised of the accrual adjustment 
in Journal Entry No. 1 above plus retiree pay-as-you-go costs 
which are recorded along with the cost of life insurance and 
medical benefits for current employees in Accounts 626.43 and 
626.44 as those benefits are paid. Accordingly, the cost of 
pay-as-you-go life insurance and medical benefits for retirees 
should be reclassified to SFAS No. 106 costs monthly in the 
amount of one-twelfth (1/12) of the annual numbers as shown on 
the attached schedule, as follows: 


